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Telecommunications Act of 1998, 'Pruer dated January 26, 1897 (Linda K. Breathits,
dissenting). ' ‘
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ATTEST:

Do M,

Executive Director
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AN APPENDIX TO AN ORDER OF THE KENTUGKY PUBLIC SERVICE
COMMISSION IN CASE NG, 06482 DATED rebruasy 6. 1957,
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’, \ Avolded Cost Analysis

! Icllsouﬂ'l Kentucky

\ | $ In (000')

’¢ '3 1088 ;

% . Regulated ; "_

i ‘ i Amounts ;
Aodt No. AccountTie |_ARMS 43-03 Ampunt _ Percentige
6811 Product Mansgamant 7,081 22.91%
861 Sales - 12,804 87.88%
e Product Advertising 4,490 84.35%
6220 Operator Systams 3,318 0.00%
6533 Testing . 8,628 0.00%
6534 Siant Operations Admin. 17,070 0.00%
6530 Depr. / Amort. Op. Sys. 226 0.00%
6521 Call Completion 3318 76.02%
6822 Number Services 8,553 75.00%
8623 ctstomer S.M%mt 40,635 68.37%
——————— m - Am

Tatal Directly Avolded 82,77 7

53011' Unoolisctibles 5,548 100.00%
8121 Land & Bullding 15,316 13.89%
6122 Furniture & Artworks 414 13.80%
6123 Office Equipmaent 1,203 13.88%
6124 Gen, Purpoes Computer 15,853 13.80%
6560 Depr. / Amort. - Gen. Support 14,188 0.00%
6741 Executve . 2,002 13.80%

712, Plenning 8ss 13.80%
8721 Accounting & Finance 5,883 13.88%
6722, Exterral Relations 6,594 13.80%
8723 Human Resources 1,274 13.88%
6724 Information Management 28278 13.88%
6725 Legal 2,335 13.80%
6726 | Procurement 1915 13.80%
6727'  Ressarch'® Development | 1,583 13.890%
6728 Other Cenera! & Administrative 38,47

v o.rkv Testirnany of Patricia McFariand for AT&T Attachment PM-2

Less - Misc. Costs
Total Indireclly Avolded

Total Direct Avolded

Total Direct Expenses

Allocation Factor - Divect

Retuin & Income Taxas

Total Avolded Costs + Return
Tota! Revenuss - intra
Wholesale Discount Factor

23,087

466
&

13.80%
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APPENDIX 1A

AN APPENDIX TO AN onoéa OF YHE KENTUCKY PUBLIC SERVICE
COMMISSION IN CASE NO. 96-482 DATED rebruary 6, 1997.
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anidenﬂal Revenus
Business Revenus

‘, Total Revenue
Remdantnal Expenses

Business Expansos
Total Expense

clat

" Revenues
Expienses

!

Resi’ﬁential Discount

Busfi'\ess Discount

i
)

20 914045205120 PO08/012

NO.294

Amount. %
236,817,412 §7.63%
174 682,350 42.47%
411,208,771

. 23,017,341 50.40%
15.734.166 40.60%
38,751,507

486,483 x 57.53% =
466,483 x 4247% =

75,844 X 50.40% =
75,844 x 40.60% =

45,009 / 268,364 =

30,705 / 186,118 =

P.9/13

C\amputatidn of Resldential 8 Business Wholesale Rates f

268,364
108,119

45,049
30,785

18.70%
16.54%
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APPENDIX 2

AN APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE

COMMISSION IN CASE NO, 86-482 DATED February 6, 1997,

i
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. : i | COMMIBSION
' NETWORK LOCAL I!MNEGTIOWELEHENT Decislon
Unbundhd L.oops* . :
i 2-Wire Anglog Voloe Grada Loop, Per Momn :;:jg
-wm Anglog Volce Grade Loop, Per Morﬂh 82548
: onrectrring $58.40
2-\Mro ISDN Digital Grade Loop, Per Mbnth $20.12
Nonrecurring ; $88.40
- 2-Wire ADSUHDSL Loop, Per Month $18.20
+ Nenrecurring j $58.40
- d-wire HDSL Loop, Par Month $2548
Nonrecurring ' $58.40
i - 4.Wire DS Dightal Grade Loop, Per Month $80.08
‘ Nonrecurring - First / Additional §775.00/$335.00
| ! ’
i Network Intorace Davicas® _
‘Network: Intsrface Device ‘ $1.80
Nonrecurring ;
\Unbundlad Exchange Accass G0
0 - 8 Miles, Fixed Per Month $16.14
Per Mile. Par Month $0.0301
9 - 2% Milss, Fixed Per Month §17.18
Per Mlle, Per Menih $0.0728
Over 25 Miles, Fixed Fer Month $1841
Per Mile, Per Month $0.0831
Nonracun’ing $83.00
Unbundled Local Switehing**
Unbundled Excharige Ports .
2-wire Analog, Per Month $2.81
" Nonrecurring - First / Additions) - +| $50.00/%48.00
4-wire Analog (Coin), Per Month - $3.04
| " Nonwecurring » Firet / Additional $50.00 / $18.00
4-wire ISDN DS1, Per Month : 27548
| Nonrecurring - First/ Additional $230.00 / $200.00
] 2-Wirs 18DN Digital, Per Month | $12.33
' Nonrecurring - First / Additional $160.00 / $120.00
l 2-Wire Analog Hunting - par line - Per Moﬁm $0.20
’ ' Nonmoun'lng $3.00 ;
' I
'BwSou‘th hee included NIDs as @
llts Order is requiring BeiSouth to cmﬂmg mﬁg‘g&”mwm "
{loo,. and NiD siements. !
L"Non"edun'ln rates for unbundled |' |
s ltons .% Sore o tar nhl:on hgvc been a;d]u:tod downward during

i
l
|
{
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Common Transport, Feclily Termination, Per Morth $0.000%¢
Local lnteroonnection*
End Office Switching, Per MOV $0.0030
Tendem Switching, Per MOU $0.0030
Comimon Traneport, Per Mils, MOU $0,0000
Common Transport - Faciiky Termination, Par MOU $0.0000
Intermediary Tandem, Per MOU™ : $0.00200
Dedicated Transport - DS1 only
Per Miia, Per Month $23.00
Facility Termination, Per Month $60.00
Faciiity Termination, Nonrscurring $100.40
(Chanmllzatlon System - For Unbundied Loaps :
Unbundled Loop Systam (DS1to VG) per sys/per ma. $420.33
Nonrecurring $525.00
Cantral Office Interface Per Circult, Per Month $1.28
Nonrecurring $8.00
CC87 Signaling Transport Service
| Signaling Connection Link, Per 56 Kbps, Per Month $13.86
Nonrecurring $510.00
 Signaling Termination (Port), Per STP, Per Month $22.70

Signaling Usage, Per 58 Kbps Facility, Per Month : $306.00

800 Access Tan Digit 8creening Service
i Monthly Rates
Per 800 Call Utilizing 800 Aocess Ten Digt Screening
Service with 800 Number Dalivery, Per Queiy $0.0010
Per 800 Call Utilizing 800 Access Ten Digt Scresning Servioe with
800 Number Delivery, with Optional Camplex Features, Per Query $0.0011
Per 800 Call Utiltzing 800 Aocess Ten Digit Soreening
Service with POTS Number Delivery, Per Query $0.0010
Per 800 Calt Utllizing 800 Accass Ten Dight Soreening Service with
POTS Number Delivery, with Optional Compiex Festures, Per Query $0.0011

* Local interconnection ts defined as the transport and termination of locat traffic Lustween

** The tandam intenvediary chargs appiled to intermeciiary traffic and is od in
lddﬂmtoawlmmg‘m.dﬂl&n& i wee
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onrccurrim .
| Raservation Gharge Per 800 Nurber Reserved - Fist/ Addiionsl $27.50 / $.50
Establishment Charge Ps: 800 Numbor Establizshed
with 800 Number Delivery - First / Apdl!onll $55.00/%1.80
- Establishment Charge Per 800 Numbe¢ Establiched
with POTS Number Delivery - First / Additional $58.00/81.50
Customized Area of Service Per 800 Nuimber - First / Addkiong $3.00/$1.50
Muttiple inierLATA Carrier Routing Per Canier Requestad, Per
' BOO Number - First/ Additional $3.50 / $2.00
Change Chargs Per Request - First / Additional $45.00/ $1.50
Cail Hendling and Destingtion Features Per 800 Number $3.00
Line'Information Database Accoss Sewice
Common Transport, Per Quaty, Per Manth $0.00008
Validation, Per Query, Per Month $0.00838
Nonrecurring - Orig. Point Code Esfablshmem of Change $681.00
Opm!ator Services
Operator Call Processing Access Servite
Operatcr Provided, Per MOU
Using BST LIDB $1.6016
. Using Forelgi LiIDB f §1.62¢40
iFully Automated, Per Attempt
. Using BST LIDB 30.0856
. Using Foreugnﬂ.IDB $0.10741
inward Operaicr Services Access Servite
Verification, Per Call $1.00
IEmergenr:y Intarrupt, Per Call $1.114
Directory Assisianze Access Service Calls
fer Call . $0.3163
Directory Assistance Database Service
Use Fee, Par DADS Cust's EU RequastiListing $0.0193
Monthly Rezurring ‘ $120.76
Dlrect‘ Access to Dirsctory Assistance Servic {DADAS)
| Database Setvice Charge, Per Month $7,235.01
| Database Query Charge, Per Query $0.0062
{ Nonracurring - DADAS Service E:tabﬂshlmont $1,000.00
'DACC Access Servicp
l ar Cell Attempt $0.088
! .
INumblr Services lntdreopt Access Smm:e
| Ppr intersept Query : $0.084
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COMMIBSION

| NETWORK LOGAL lmcbmecnoum.emem Detision
Durectary ry Transport
_ Switched Commeon Transport, Per DA Service Call §0.000176
| Switehed Common Transport, Per DA Senics Call Mile $0.000004
Access Tandem Switched, Per DA Sefvice Call $0.000783
Sw. Local Channel - DS 1 Level, Per Month 133.81/mo.
Nonrgcuming - First / Addilonal $886.91 / $486.83
Sw. Dedicated Transport - DS 1 level, Per ilile, Psr Month $23.00
Facliities Termination, Per Month $00.00
, Nonrssuring $100.48
. DA Interconnection psr DA Access Servloe Call $0.0008
lnsta!laﬂon NRC, Per Trunk or Signaiing Coniection - Firsi / Additional $9815.00 /$100.00
Collocaﬂnn '
. Applization - Per Arrangement / Per Locahon - Nonresurring $3,850.00
‘ Spacs Preparation Fas - Nonrasurring - ics
Space Construction Fee - Nonrecurring $4,500.00 ‘
Cable Instzllation - Per Eniranca Cable $2,750.00
| Floor Space Zone A, Per Square Foet, Per Month $7.50 1
| Floor Space Zone B, Per Square Foot, Per Month $6.76 I‘
' Power Per AMP, Psr Month $5.00 |
“ - Cable Support Structure, Per Entrance Cabls $13.36
] POT Bay (Optional Polnt of Tennination Bay)
| Per 2-Wire Crass - Connect, Per Month $0.06
1 Per 4-Wire Cross - Connect, Per Month 80.16
l Per DS1 Cross - Connect, Per Month $1.20
" Per DS3 Cross - Connect, Per Month $8.00
\Cross-Connacts
| 2-Wire Analog, Per Month $0.31
| 4-Wire Ana'ag. Per Month $0.62
‘ . Nonrecuming 2-wire and 4-wirs $18.00
‘ DS1, Per Month $8.00
" Nonrecurring - First / Additional 5155/ §27.00
| DS3, Per Month $72.00
‘ Nonrezurring - First / Additiona! $165/827.00
,Security Escort , %_
! gasic - 18t ha!f hour ! $41.00
3 veitime - 1st half hour $48.00
i Premium - 1st half hour $55.00
Basic - additianal $25.00
Quertime - acdttional $30.00

i
‘ Fremium - additiona!

[

$36.00
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:
I |
PETITION BY MC! FOR ARBITRATION OF
CERTAIN TERMS AND CONDITIONS OF A
PROPOSED AGREEMENT WITH BELLSOUTH
TELECOMMUNICATIONS INC. CONCERNING
INTERCONNECTION AND RESALE UNDER
THE TELECOMMUNICATIONS ACT OF 1896

CASE NO. 86-431

On December 20, 1996, the Cémmission entered its final Order deciding the
arbitrated interconnection issues betwgen MCI Telecommunications Corporation and
‘4MC|;netro Access Transmission Services, Inc. ("MCI"} and BellSouth
Telecommunications Inc. (“BellSoutH"). BellSouth and MCI have requested
reconsideration and clarification of certzin issues contained in that Order. The
Commissior’'s decisions regarding the parties' requests follow.
L. RECONSTITUTION OF UNBUNDLED NETWORK ELEMENTS
BellSouth requests rehearing on the Issue of recombination of unbundled network
elements, clting it as "one of the most crhical matters to be arbitrated.™ BeliSouth states
that the Commission's Order permits Mdl to circumvent the pricing policy sat forth by the
Act for the resale of retall services and tb avoid the joint marketing restricting of Sectlion
271(13)(1) of the Act. BellSouth states that the Order Imposes a "grave injustice” on it

and argues that since rebundling elements to provide a setvice is only resale by another

q

BeliSouth Petition at 1.

)

?  BellSoutn Petition at 2. | ™ .
Sr\l*:’u V
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nar}\e. the resates pricing sfandards ckf Saection 252(d)(3) of the Act, rather than the
unbiunmed element pricing standardi of Section 252(d)(1) of the Act, must apply.
BellSouth argues that this result is ct;mpellad because Congress must have intended
that competitors could provide retail se;rvice through combination of elements bought at
unbundiad eiements rates only if thay éombine these elements with their own facilities.®
Allowing a compé_titor to buy at unbundled rates and then combine the elements to
provide service prdduoes price "arbitragie," a result BellSouth claims Congress could not
have intended.*

The Commigsion agrees that tnie issue Is critical. If competitors are not able to
use BeliSouth's network elements at cost to provide service, viable competition is
unlikely to grow. Moreover, the Commiésion rejects BallSouth's strained legal argument,
whieh would require it to ighore the Iaﬁguage and the structure of the statute.

The pricing for resale and the pricing for unbundled elements appear in two
enilrely different sections of the Act. Their terms cannot be cobbled together as
BeliSouth suggests. Section 252(d)(3) sets resale pricing standards "[flor the purposes
of section 251(c)(4)." the s'ubsection which describes an incumbent LEC's duty to offer
services for resale. The pricing standards of 252(c)(3) thus apply specifically to resale -
alone, and not to the sale of unbundled elements pursuant to an entirely different
subsection, 251(c)(3).

Section 252(d)(1), In contrast, pr&vides standards for pricing network slements "for
ourposes of subsection (¢)(3),” the subsection which describes an incumbent LEC's

("ILEC") duty to sell unbundled elements. Unbundled elements must be sold at a price

’ BeliSouth Petition at 7.

P S bl Mt —a B
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that Is "based on the cost (détsrmined Without reference 1o a rate-of-retum or other rate-
baséd proceeding) of providing . . . the Wm element” thal is "nondiscriminatory,” and
that "may include & reasonable proft.~ Section 252(d)(1).
~ Section 251(c)(3) states that an ihcumbent LEC “shall provide requesting carriers
with "nondiscriminatory access to network elements on an unbundied basis® in
accordance with, Inter alia, the "raqulréments of . . . section 262." Furtharmoré, these
elements must not only be provided iat the cost plus formula prescribed in Sectlon
252(d)(1): they must be provided "in 4uch a manner that allows requesting carriers to
provide such elements in order to prolllde such telecommunications service.” Section
251(¢)(3). The statute is plain on lts face. The Commission muet decline BelISouth;s
implfed invitation to add the words "with their own faciiittes” after the final use of the word
"slements" in the last ssntence of Saction 251(¢)(3). The Commission also declines to
adopt BeliSouth's strained reading of the statute in which broad implications are
garnered from BeliSouth's interpretation 'of what Congress must have "intended." When
a statute Is plaln on lts face, its language is conclusive. Sea e.g., Lynch v.
Commanwealth. Ky., 902 S.W.2d 813, 814 (1985). See also Lincoln County Flscal Court
7 Dég‘-.. of Public Advocacy, Ky., 784 S.W.Zd 162, 163 (1980) (where statute’s words are
"clear and una}nbiguous and express the legisiative intent, there is no room for
consitruc’don or interpretation and the statute must be given its effect as written®).
Finally, BellSouth's Insistence that the Commission's Order subjects it to injustics
is apparenﬂy based upon the false prémiee that it will be unable to compete when its

tarifed rate is substantially higher than the price at which a competitor can buy

3-
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unbundled elemehts to proﬁde semle Thers are altematives available to BeliSouth
other than uttemp‘nng to convince thls\ Commigsion to distort the statute. it may fila an
apalicatmn to restructure lts rates so that they more aocurately reflsct the cost of
prov:dmg service. As with all issues bmught before the Commission, such an application
would be raviewed in the intsrast & providing Kentucky ratepayers affordable and
reasonab!e pnees, ;

Congress's intant i to drive tuleéommunmtions rates toward costs and to remove
implicit subsidies from those rates. The Commissian's Order in this case wil,
corisistently with the federal mandata', help to accomplish these aims., To the extant
subsidiss are necessary, Congress er;aded Section 2564 of the Act, which provides for
"explicit” universal service support. The Commission's current universal service
proceeding, Administrative Case No. 560.’ is the appropriate docket to consider such
lssties as subsidization of residential service.

BellSouth has previously taken Er;:rucmnt steps, such as filing for price cap rather
than rate of return regulation, to p&slﬁon ftaelf for the advent of local exchange
competition. Ahering its rates so that ‘they more accurately reflect cost will ba another
such step, and will enmlnam the extreme difference between the curreni resale rate and

tha unbundled element rata

I
!

~ Administrative Case No. 360, Inquiry Into Universal Service and Funding issues.
4
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. RESTRICTIONS ON SERVICES OFFERED FOR RESALE

Grahdfathered Services |

| MCI nequesis clarification of the bommission‘s decision on grandfathered services.
MCl's concem Is that BeliSouth is oppsosed to making grandfathered sarvicas avallable
to any customers of new entrants, whether they are grandfathered customers of
BellSouth currently recsiving the servicei or new customers.® MCI Is also concerned that
the scope of the "limitatlons” referred io in the Order ls unclear.

Grandfathered services are thoséI which are no lenger offered to new subscribers,
but are continued to be offered to suﬂscribers having the service at the time that It is
withdrawn. To deny a subscriber who night consider changing carriers the opportunity
to continue to recelve the service wotid put the potential competitor at a oompetltive.
disadvantage relative to the ILEC.

BellSouth In Its Best and Final offer agreed to resel! all of its retail services with
certain lmitations. One of the ser&ic&s to be resold subject to limitations was
grandfathered services. That Iimitatioi; was that grandfathered services would not be
available to new or additional customers, The FCC's order at paragraph 888 states that
all grandfathered customers should have the right to purchase such grandfathered
services directly from the Incumbent or‘ Indirectly through a reseller.

The Commission's December 20.2 1986 Order is clarified to state that a subscriber

changing carriers frem the ILEC to a resaller shall be entitled to recaiva that same

®  MCI Petitionat 7.
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grahdfathered servics from a resaller who buys the service at the wholesale rate for the
durthtlon of the grandfathering period. |

MC! askad the Commission to cliarify its Order that promotione lesting B0 days or
less be made avallable for resale but that BeliSouth need nat provide these to MCI at
any additional discount beyond the promotional rate itself. Promotional incentives take
many forms. In some cases monthly;charges are reduced or walved. in other cases
nonrecurring charges such as insta!laﬂoﬁ may be waived. These types of incentives are
common. MGI, under the Act, can reieelt any LEC tariffed service at the tariffed price
lese the wholesale discount and proi;ide any promotional incentive it may consider
necessary to meet a LEC's offering.

The Commission therefore cla:lrlﬂes its pravious Order to stafe that servicas
covered by a LEC's promotional oﬁaring are subject to the wholesale discount.
However, the incentives ars not. MC? or any other competing local exchange carrier
(“CLEC") is free to package services with its own promotional incentive In any way ft
sees fit to respond to a similar pmotional offering of a LEC.

Mandatad Discounts |

| MC! request;s that the Commlsslion define and limit this category of services that
Belléouth nead not provide MCI for reQala at any prics. The Commission Is not aware
of any specific discount that BellSt:u’chg is mandated to offar. Should any such service
arise In the future BeflSouth should not be cbliged to defer the mandated discounted
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service st the mandated discount rats less any wholesale discount. The underlying
services are éval!able at the tariffed rLtes less the wholesale discount rate.

MC! may petition the Commi*slon on a case-by-case baslis challenging any
restriction as to the terms or |im|tatlor|:;s contained in BellSouth's tariff.

T 3 $ I

In its Decernber 20, 1896 Order the Commission stated that services avallable for
resale would be subject to the terms and conditions, including restrictions, found in
BeliSouth's General Subscriber Tarif. | MCI requests modification of this policy to allow
the company to challenge these tems, conditions and limitations before the Commigsion
if they are desmed to be antlcompetltl\te.

The Commission agrees with Mfl and will modify its policy to allow MCI or any
other CLEC to chalenge tariffed terms, conditions or limitations before the Commission
on a cace-by-case basis.

Resgle Rates

MC! has requested the Commflosion to establish two discount rates, one for a
company providing its own operator services and one for a company purchasing operator
services from the ILEC. }

The Commission determined in }\dminlstrative Case No. 355 that ILECs will not
be required to desegregate a retall saririoe into more discrete retall servicas;® therefore

this request to unbundle access to opérator services from local services is denled.

Administrative Case No. 355, An Inquiry Into Local Compeiltion, Universal

Service, and the Non-Traflflc Sensltive Access Rate, Order dated September 268,
19886, at 8.

7-
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Il BILLNG SYSTEMS AND FORMAT
BellSouth asks the Commlssl&n to clarify its declsion on the issue of billing
sysfema and formst to direct that a éamer access billing ("CAB") format be used for
billih'g recall services and unbundied i‘eie;ments as opposed to using the actusl CABs
system. |
MO states that It is concemed uhm the format of the bil, ot with the system used
- to produce the bill.” in its Order the ¢ommiesion agreed with MCl's srguments that a
CABs biling format was efficlent and téchnlcally feasible. Howaver; the Commission in
its conclusion inadvertently omitted the word *formatted.” Therefore, the Commission
clarifies the decision to refiect that the b&ﬂs rendered MCI will be in CABs format and that

CABs software or hardware systems nsed not necessarily be used to produce the biil.

IV.  UNUSED TRANSMISSION MEDIA

BeliSouth argues in its petition for rehearing that unused transmission media
("dark or dry fiber") is nelther a network ‘element nor & retail telecommunications service
and that it should not, therefore, b; required to make this resource available to
competitors. However, the Commisslclm has not defined dry fiber based on elther of
these definitions, The Commission has defined dry fiber as a resourze to the public
switched network, in the same mannef as access to poles, ducts, conduits, and rights-
of-way. Dry fiber constitutes an accsss ‘polnt to the public switched network In the same

!
way as a pole, duct, conduit or right-of-way. ‘The latter access points are nelther a

’ MCI's post ﬁean‘ng brief at 42,
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nemi'rork element nor a ta!ecdmmumcatlfons service avaliable for resale and the Act has
ma&e these avallable to competing oon%panles.

Therefore, the Commission's detL,islon on unused transmission media is affirmed
with the foliowing clarification. Mclii asked for clarification on s abliity to rebut
BellSouth's determination that unuséd transmission media Is upavailable. The
Commisslon finds that MC! should bé permitted to petition the Commission if it can
dembn:tmte that BeliSouth is unwilling tb cooperate. The Commigelon also amends this
section of its Order to change the Ume period for which BellSouth must plan for the
utilizatior: of unused transmission ma&ia from five (5) years to three (3) years. This
shorier time frame conforms to a moreE reasonable LEC planning cycle and Mll enable
the carrier to review budgeting plans. | |

V.  COMPENSATION FOR ES(CHANGE OF LOCAL TRAFFIC

BeliSouth seeks roheariné of the j:Corr'amiss;icm'zs detarmination thet the pricing for
termination of local calls should be at totﬁl elsment long run Incremental cost (“TELRIC)
rather than tariff access rates. BellSouth asserts that its appeal of the FCC's order and
rules on TELRIC pricing should cause tﬂe Commission to reconsider its use of TELRIC

in this case, and that the Commission should require true-ups from the implementation

of this Order untll permanent rates are :estabﬂshed after the federal litigation has been
concluded. However, independent of any FCC action, the Commission concluded that

Intereonnection should be pricad at ¢dst plus a raasonable profit based on Section

262(d)(1) of the Act. Thus, BellSouth's request is denied.
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BelSouth also assks rehesring Lf the Commission detsmination to permit bill and
keep arrangements for no more thar& a year. The Commission has reconsidered its
de&sion and will modify the Order to ruitqulm reciprocal compensation from the cutsst of
this contract, If the two parties do ot agree to a bill and keep arrangement. As
previpusly stated by the Commissli;n. “the market will be best served by swift
development of the necessary recordi})g and billing arangements to provide reciprocal
compensation among local carriers."‘i

MCI has sought clarification mgitdlng the applicability of interconnection rates set
forth in Appendix 1 of the Dacember \20. 1968 Order to compensation for exchangse of
local traffic. With the modification ?aquiring reciprocal compensation, the rates in

| Appendix 1 are interconnection rates applicable at the outset of this contract. Should
MC! or BellSouth bacome dissatisfied with the interconnection rates contained In

Appendix 1, they may renegotiate rates to become effective upon the termination of this

wo-year contract.

VL. INTERIM LOCAL NUMBiER PORTABILITY COST RECOVERY

BeliSouth requests the Commission reconsider Its decision that each LEC should
bear its own cost for providing remote‘i call forwarding as an interim number portabllity
option, arguing that the Commission Jhould instsad set a cost-based price for remote
call forwarding service. Howaver, the éommisslon's original deciglon is consistent with

the FCC's determinations and wil proviHe an incentive to the ALECs to implement long
term number portability. BellSouth's request is denied.

® ' December 2D, 1996 Order at 14.
Ao
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VI. THE PROWSION BY BéLLSOUTH OF ADDITIONAL TELRIC STUDIES

BellSouth requests rehearing ere Commiesion’s datermination that within 60
days It must provide TELRIC studies f%:r unbundled network elements that do not have
a TELRIC estimate listed in BellSou%th's best and final offer including the Network
Interface Davice ("NID") and non-recdrﬂng charges. BeliSouth asserts that producing
such Information at this time ie unwar!g'anted because of the judicial stay of the FCC's
pricing rules. However, the Commis;sion reached its decision without regard to the
FCC's stayed pricing standards and il\stead mada independent determinations of the
appropriate cost study methodologle& for Kentucky. The information requested Is
necessary to complete the appropriatlén. Therefore, BellSouth's request is denied.

|
VIl. PROCESS FOR ORDERING NETWORK ELEMENTS AND
FOR REVIEW OF COST STUDY METHODOLOGIES

MCI has asked for the creation!a of an expedited process to review orders for
additional unbundled network elements.i The Commission declines to establish a specific
process but notes that should MCI {experience any difficulty In ordering additional
unbundled network alements, mayi:ﬁle a petition with the Commission. Such a
complaint will be handled as expedlﬂmixsly as possible.

MCI requests that it be given an active role in the review of BellSouth's network
element cost studies ordered to be ﬁleL. Thase BellSouth TELRIC studies will be filed
in this procseding in which MCl is clearly! a pary. Accordingly, the Commission declines

|
to establish a separate proceeding for the review of the TELRIC cost studies.

11~



30-29-97 03:40PM  FROM REGULATORY T0 914045295122 PO13/016

JAN.29.1997  3125PM  PSC 02 564 3450 NO.216  P.12/15
|

X.  ROUTING OF 0+, 0-, 414, 611, AND 555-1212 CALLS

MCI requests the Commission to‘ clarify its decision concerning the routing of 0+,
0-, 4;11. 6811 and 585-1212 calls. The C;ommisslon had declded that it wouid not require
BellSouth to fumish wholesale tariff sé:rvices minus operator services since BellSouth
has no tariffed service without operat&r services included. Thus, an ILEC will not be
required to sever its tariffed services frd?m 0+ and 0- services when an ILEC is reselling
the I‘LEC’s tariffed services. However, if!'an ILEC and a CLEC agree to & wholesale rate
for a service without operator ser\?vioes. the Commission will accept such an
arrahgement But, if a CLEC provides sWoe through purchase of unbundled elernents,
then the ILEC shall provide customized 1}auﬁng for 0+, 0-, 411, 611 and 555-1212 calls.
The bommission madifies fts Decembeé 20, 1996 Order to eliminate the statement that
BellSouth shall 'retafn 0+, 0-, 411, 811;and 555-1212 calis on an interir basis. If an
ILEC asserts that customized call routinﬁ is not technically feasible, it has the burden of
proving its claim.

X. PERFORMANCE AND STANDARDS, QUALITY
ASSURANCE, AND QUALITY CERTIFICATION

MCI requests that the Commisslon require BellSouth to prepare pariodic
comparative reports on its service quaillty to enable MC!| to datermine whether MCl's
customers are recaiving equal quality ofl service from BellSouth. However, BaliSouth Is
requllred to provide the same quality of Lervioe to MCI as k provides to itself, and there
doesinot appaar to be any reason to ass;umg Beli8outh will not in good faith comply with

this requirement. Shouid MCI have a basis on which to allege that a peorer quallty of
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serbice is belng dslivered to its cusﬁum&s than o BeliSouth's, then It should Immediately
bnﬁg this matter to the Commission's’ attentlon through a petition.

The Commission, having colnsidered the motions for reconsideration and
clafmcation from BellSouth and MCI.:and having baen otherwise sufficiently advised,
HEREBY ORDERS that its Decemberizo. 1886 Order Is affirmed In all respects axcept
as modified hereln. |

Done at Frankfort, Kentucky, this 29th day of Jamuary, 1997.

By the Gomml;sion

DISSENT OF CHAIRMAN LINDA K. BREATHITT

! dissent only from the majoimy opinion on the lesue of recombination of
unbundled elements. l

Section 2511(0)(3) states that an: incumbent local exchange carrier shall provide
such unbundled network elements in a fanner that aliows requesting carriers to combine
such elsrmients in order to provide suéj telecommunications service. On its faos, this
would logically lead to the conclusion tihat recombination of the unbundled elements in
any manner was contemplatad by Conigress.

However when taken in context thh other sactions of the Act, this conclusion fails.

In particutar #f recombinations were contemplated, there would have been no reason for

Congress to establish two distinct pricing programs - one for resale and one for network
\ |
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element pricing. The establléhment of two pricing arrangements I8 inconsistent with the
Idea of recombination of all the elements.

Secondly, the joint marketing‘i prohibition in Section 271(e)(1) states that a
telebommunicaﬁons carrier that serves lh-v:n'e that 6 percent of the nation's presubscribed
acoess linas Is restrictad from jointly marketlng its interLATA toll services wlth services
obtalned from the BOC via resale This restriction is lifted when a new entrant
purchases unbundied network elemerﬁs

It seems to me a loophole IH the Act has been exposed, Commissions in
Terinessee, Georgia, North Carolina and Louisiana have aiso recognized this.

 The Act requires the eliminaﬂoﬁ of imgliclt subsidies, which Is & good thing in a
competiive world. BellSouth's businfass rates need to come down. However, this
Commission has long encouraged telaphone price subsidies bscause they keep urban
and especially rural residential rates IoWer. The Commisslon affimed this policy again
in Case No. 84-121 by freezing residential rates for a period of three years or until thers
is a universal service fund in place. The elimination of these subsidies should occur,
but my concem Is that it may occur too swiftly if competitors are permitted to recombine
certain network elements. That leaves r;esldentlal customers scratching their heads and
trying to make sense of competition as;' their bills increase.

1 do not have & crystal ball, noriwould | be accomplished In its use If | did have
one. | do not know BellSouth's plans on rate rebalancing: nor do | knaw how all this will
ultimately shake out. The commissioﬁ has opened a docket on universal service with

the intent of providing a safety net where necassary subsidies in raies have been
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removed by campétiﬂva pricirg: but v.hll univereg) service comae to the rescus of rural

customers in time? | fear it may not, i\I respactfully dissert,

R

AT'FEST

o MU

Exet:utiVe Director




